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development and operation or as may other-
wise be consented to by the AO as con-
forming to good petroleum engineering prac-
tice; and provided further, that such right of
withdrawal shall terminate on the termi-
nation of this unit agreement.

Royalty due the United States shall be
computed as provided in 30 CFR Group 200
and paid in value or delivered in kind as to
all unitized substances on the basis of the
amounts thereof allocated to unitized Fed-
eral land as provided in Section 12 at the
rates specified in the respective Federal
leases, or at such other rate or rates as may
be authorized by law or regulation and ap-
proved by the AO; provided, that for leases
on which the royalty rate depends on the
daily average production per well, said aver-
age production shall be determined in ac-
cordance with the operating regulations as
though each participating area were a single
consolidated lease.

15. RENTAL SETTLEMENT. Rental or
minimum royalties due on leases committed
hereto shall be paid by the appropriate par-
ties under existing contracts, laws, and regu-
lations, provided that nothing herein con-
tained shall operate to relieve the respon-
sible parties of the land from their respec-
tive obligations for the payment of any rent-
al or minimum royalty due under their
leases. Rental or minimum royalty for lands
of the United States subject to this agree-
ment shall be paid at the rate specified in
the respective leases from the United States
unless such rental or minimum royalty is
waived, suspended, or reduced by law or by
approval of the Secretary or his duly author-
ized representative.

With respect to any lease on non-Federal
land containing provisions which would ter-
minate such lease unless drilling operations
are commenced upon the land covered there-
by within the time therein specified or rent-
als are paid for the privilege of deferring
such drilling operations, the rentals required
thereby shall, notwithstanding any other
provision of this agreement, be deemed to
accure and become payable during the term
thereof as extended by this agreement and
until the required drilling operations are
commenced upon the land covered thereby,
or until some portion of such land is in-
cluded within a participating area.

16. CONSERVATION. Operations hereunder
and production of unitized substances shall
be conducted to provide for the most eco-
nomical and efficient recovery of said sub-
stances without waste, as defined by or pur-
suant to State or Federal law or regulation.

17. DRAINAGE. (a) The Unit Operator shall
take such measures as the AO deems appro-
priate and adequate to prevent drainage of
unitized substances from unitized land by
wells on land not subject to this agreement,
which shall include the drilling of protective
wells and which may include the payment of

a fair and reasonable compensatory royalty,
as determined by the AO.

(b) Whenever a participating area approved
under section 11 of this agreement contains
unleased Federal lands, the value of 121⁄2 per-
cent of the production that would be allo-
cated to such Federal lands under section 12
of this agreement, if such lands were leased,
committed, and entitled to participation,
shall be payable as compensatory royalties
to the Federal Government. Parties to this
agreement holding working interests in com-
mitted leases within the applicable partici-
pating area shall be responsible for such
compensatory royalty payment on the vol-
ume of production reallocated from the un-
leased Federal lands to their unitized tracts
under section 12. The value of such produc-
tion subject to the payment of said royalties
shall be determined pursuant to 30 CFR part
206. Payment of compensatory royalties on
the production reallocated from unleased
Federal land to the committed tracts within
the participating area shall fulfill the Fed-
eral royalty obligation for such production,
and said production shall be subject to no
further royalty assessment under section 14
of this agreement. Payment of compensatory
royalties as provided herein shall accrue
from the date the committed tracts in the
participating area that includes unleased
Federal lands receive a production alloca-
tion, and shall be due and payable monthly
by the last day of the calendar month next
following the calendar month of actual pro-
duction. If leased Federal lands receiving a
production allocation from the participating
area become unleased, compensatory royal-
ties shall accrue from the date the Federal
lands become unleased. Payment due under
this provision shall end when the unleased
Federal tract is leased or when production of
unitized substances ceases within the par-
ticipating area and the participating area is
terminated, whichever occurs first.

18. LEASES AND CONTRACTS CON-
FORMED AND EXTENDED. The terms, con-
ditions, and provisions of all leases, sub-
leases, and other contracts relating to explo-
ration, drilling, development or operation
for oil or gas on lands committed to this
agreement are hereby expressly modified and
amended to the extent necessary to make
the same conform to the provisions hereof,
but otherwise to remain in full force and ef-
fect; and the parties hereto hereby consent
that the Secretary shall and by his approval
hereof, or by the approval hereof by his duly
authorized representative, does hereby estab-
lish, alter, change, or revoke the drilling,
producing, rental, minimum royalty, and
royalty requirements of Federal leases com-
mitted hereto and the regulations in respect
thereto to conform said requirements to the
provisions of this agreement, and, without
limiting the generality of the foregoing, all
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